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EDITOR’S NOTES
The State of The Woman CPA
Good does come from trials.
Last year at this time, the con­
tinued existence of The Woman CPA 
was uncertain. Critical to the jour­
nal’s continued existence was the 
AWSCPA business meeting, held 
during the Kansas City JAM. In the 
days prior to JAM, there would have 
been no way anyone could have 
convinced me that good would ever 
come from the bylaw amendment 
that was to be proposed by ASWCPA 
during that business meeting. But a 
great deal of good has already come 
from having the attention focused 
on The Woman CPA, and there is a 
great deal more good in the offing. 
I’m excited about that. And you 
should be, too.
Many of you, perhaps most of you, 
do not know what has taken place in 
the past year and what is planned for 
the current year concerning The 
Woman CPA. This is your journal 
and I want to be certain that each of 
you knows the current status.
In late August 1986, I was informed 
that the Board of Directors of 
AWSCPA had proposed a bylaw 
amendment to delete the bylaws 
section that states that The Woman 
CPA is sponsored by AWSCPA. The 
reason given to me for the board’s 
action was The Woman CPA's deficit 
budget, and the board felt that the 
portion of the dues dedicated to The 




Objective: To review the content and study the financial aspects of the 
journal to determine if The Woman CPA can be more valua­
ble for both organizations.
The committee should:
1. Define the purpose of TWCPA.
2. Define the editorial policy (content).
3. Define the financial objective of TWCPA.
4. Review all financial aspects (for example, advertising) of the jour­
nal with recommendations to the two organizations on how to 
meet the financial objective in keeping with the purpose and edi­
torial policy of TWCPA.
5. Review the cover.
The Woman CPA is a joint venture 
between AWSCPA and ASWA and 
the agreement states that either or­
ganization must give a six-month 
notice prior to withdrawal of spon­
sorship. Because of the six-month 
rule, the AWSCPA board was anx­
ious to present the amendment at 
JAM, mail the ballot to members in 
November, and notify ASWA in De­
cember of its intent to withdraw. In 
this way, the AWSCPA budget for 
1987-88 would not have to include 
funds for The Woman CPA.
The AWSCPA bylaws do not per­
mit much activity to occur concern­
ing bylaws amendments at a JAM 
business meeting. Bylaw amend­
ments cannot be withdrawn, tabled, 
or voted upon at JAM, but they can 
be amended. Once a bylaw amend­
ment has been proposed, a mail vote 
must be taken even though the 
amendment has been modified in 
such a way that the original intent 
has been nullified.
During the 1986 JAM, after much 
discussion, the proposed bylaw 
amendment was amended so it de­
leted only a phrase from the bylaw 
section rather than the whole sec­
tion. Each AWSCPA member re­
ceived a mail ballot that didn’t make 
much sense unless one knew what 
had happened at JAM. (If there were 
a provision in the AWSCPA bylaws 
for withdrawing or tabling an amend­
ment, the same action could have 
been accomplished without having 
to incur the expense of a mail bal­
lot.)
I think I can safely say there was 
notasingle member at the AWSCPA 
business meeting at Kansas City in 
1986 that enjoyed being there. And I 
don’t want to dwell on what hap­
pened then. I only mention it to 
establish that what happened in Kan­
sas City, I believe, represented a 
turning point for The Woman CPA.
Why do I think it was a turning 
point?
First of all, those of us who were 
new to The Woman CPA staff be­
came more aware of our financial 
responsibilities. We immediately re­
duced the number of pages that 
were printed in each issue and 
looked for other ways to economize 
as well as to increase advertising 
revenues. The end results of our 
efforts are reflected in the audited 
financial statements on pages 26-29. 
We are proud of the $7000 swing 
from the budgeted deficit of $3100 
to the excess of $3900.
Second, our two societies appoint­
ed a joint committee to study The 
Woman CPA. We believe there are 
going to be great benefits to our 
members and to The Woman CPA 
from the work of the joint commit­
tee. The committee is composed of 
two board members representing 
ASWA, Peggy Dodd and Gayle 
Powelson; two board members repre­
senting AWSCPA, Mary Ann Cor­
renti and Nancy Tang; and a chair­
man, the position I currently hold.
The charge to the committee was 
issued on June 29, 1987, and the 
committee has just begun to func­
tion, but it is important for you to 
know the direction the committee is 
headed. The charge to the commit­
tee appears below. As you can see, 
the charge is broad-based and the 
scope is wide.
What will the future bring? What 
will the committee recommend? It’s 
too early to tell. But there is no doubt 
that there will be changes. And know­
ing there will be changes really thrills 
me, not just for the sake of changing 
but because I know any changes rec­
ommended by the committee will 
come from carefully weighed deci­
sions based on thorough investiga­
tions. I, for one, can hardly wait!




Its Differential Impact on 
Companies and Auditors
By Hian C. Koh and Karen M. Collins
Introduction
In July of 1986, the Financial Ac­
counting Standards Board issued 
an exposure draft, “Statement of 
Cash Flows” [FASB, 1986]. This draft 
proposes that companies be re­
quired to include a Statement of 
Cash Flows in place of the presently 
required Statement of Changes in 
Financial Position. The deadline for 
comments on this exposure draft 
was October 31, 1986. If a pronounce­
ment is issued, which appears likely, 
the provisions of the exposure draft 
would be effective for fiscal periods 
ending after June 30, 1987. Also, 
comparative financial statements for 
prior periods would have to be re­
stated.
The impact of FASB pronounce­
ments on companies and auditing 
firms has not been uniform. Thus, it 
can be expected that the above pro­
nouncement, if issued, will have a 
greater impact on some companies 
and auditing firms than on others. 
This article consists of two parts. 
The first part provides a discussion 
of the funds statement and the recent 
interest in cash flow reporting. The 
second part presents the details of 
the study along with the findings 
and possible implications.
Background
Funds statements have been pre­
pared by business enterprises for a 
long time. In the 1800’s, the funds 
statements were generally based on 
cash. However, preparers soon ex­
panded the definition of funds and, 
by the early 1900’s, funds statements 
were prepared using various con­
cepts of funds, including cash, cur­
rent assets, and working capital. By 
the 1920’s, the primary definition of 
funds was working capital.
In 1971, APB Opinion No. 19 
[AICPA, 1971] was issued. This re­
quired that corporate annual reports 
include a funds statement, to be 
called the Statement of Changes in 
Financial Position. The Opinion did 
not dictate one particular definition 
of funds but allowed each preparer 
to choose from the following defini­
tions: cash, cash and temporary in­
vestments combined, quick assets, 
and working capital.
The FASB Conceptual Framework 
Project focused attention on the 
need for cash flow information. 
Then, Following Concepts State­
ment No. 1 [FASB, 1978], the board 
began active work on issues related 
to cash flow reporting. The FASB 
issued a discussion memorandum, 
“Reporting Funds Flows, Liquidity, 
and Financial Flexibility” [FASB, 
1980], followed by a concepts state­
ment exposure draft, “Reporting In­
come, Cash Flows, and Financial 
Position of Business Enterprises” 
[FASB, 1981]. This draft proposed 
that cash, rather than working capi­
tal, be the basis for funds state­
ments. Upon consideration of the 
responses to the exposure draft, the 
Board decided not to issue a final 
statement but to consider the sub­
ject in conjunction with its study of 
recognition and measurement con­
cepts.
In December of 1984, the FASB 
issued Concepts Statement No. 5, 
“Recognition and Measurement in 
Financial Statements of Business En­
terprises” [FASB, 1984], which pro­
vided general guidance on a state­
ment of cash flows. In April 1985, 
after considering the results of a 
study by the Financial Executive 
Research Foundation, the FASB add­
ed a project on cash flow reporting 
to its agenda. The project resulted in 
the issuance of the exposure draft, 
“Statement of Cash Flows” [FASB, 
1986] in July 1986.
The FASB has been advocating a 
switch to the cash basis for the 
Statement of Changes in Financial 
Position since 1978. Other forces — 
the Financial Executive Institute, the 
Securities and Exchange Commis­
sion, and the AICPA through its 
Auditing Standards Board — have 
joined in this advocacy. It appears 
that companies are responding to 
the encouragement. An AICPA sur­
vey in “Accounting Trends and Tech­- 
niques” reveals that of the compa­
nies surveyed in 1978 (prior to the 
issuance of Concepts Statement 
No. 1), only 7% reported on a cash 
basis [AICPA, 1979]. This is in sharp 
contrast to a survey which shows 
that 59% of the reporting companies 
used the cash basis in 1984 [AICPA, 
1985].
While many companies have 
switched to the cash basis, many 
others have remained with the work­
ing capital definition of funds. It is 
these companies, and their auditors, 
which will be most affected by the 
expected decision of the FASB to 
require a Statement of Cash Flows. 
Not only will these companies need 
to report on a cash basis for the cur­
rent year, but they will also be re­
quired to restate prior years’ state­
ments on a cash basis for compara­
tive purposes.
Sample Data and 
Statistical Analysis
The sample for this study con­
sisted of 1,404 non-financial, public 
companies listed on the 1985 COM­
PUSTAT annual industrial tape. A 
large sample was chosen in order to 
cover a sizable cross-section of com­
panies. The 1985 COMPUSTAT tape 
was used because it provides cur­
rent and complete financial data for 
public companies of wide interest to 
investors and creditors.
The sample of 1,404 companies 
was subdivided into groups under 
three different classification
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schemes. The first classification, by 
size, produced eight different groups 
based on total assets. The second 
classification, by industrial code, 
identified 29 different industries. Fi­
nally, the companies were classified 
by their auditing firms. In this case, 
the companies were divided first 
into two groups (those audited by 
the Big Eight auditing firms and 
those audited by the non-Big Eight 
auditing firms) and then into nine 
groups (one group for each of the 
Big Eight auditing firms in additi­
on to the non-Big Eight auditing firm 
group).
A Chi-square test of indepen­
dence was performed for each of the 
three classification schemes above. 
Essentially, the Chi-square tests de­
termined if the use of a particular 
basis (i.e., working capital or cash 
basis) depended significantly on the 
size, industry association, or audit­
ing firm of the company under exami­
nation. Results of these statistical 
analyses made it possible to deter­
mine those particular groups of com­
panies with certain characteristics 
more likely to use the working capi­
tal basis and which companies and 
auditing firms will be most affected 
if the Statement of Cash Flows is 
adopted.
Results and Implications
Overall. The majority (54.7%) of 
the 1,404 companies in the sample 
used a working capital basis in 1985. 
This is a higher percentage than is 
indicated by the most recent survey 
in Accounting Trends and Tech­
niques, which reports that only 41% 
of surveyed companies used the 
working capital basis in 1984. The 
difference between the present find­
ings and those reported in the 
Trends and Techniques survey can 
be explained by the fact that the 
companies in the latter survey were 
very large companies, whereas the 
sample in this study consisted of 
both large and small companies. As 
will be discussed below, size has a 
significant impact on the definition 
of funds used.
Size. The results of the Chi-square 
test of independence between the 
definition of funds used and the 
company’s size are presented in 
Table 1. As can be seen, the defini­
tion of funds used depends signifi­
cantly on the size of the company. In
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TABLE 1
Chi-Square Test of Independence 
Working Capital Vs. Cash Basis by 
Firm Size (N = 1,404)






No. % No. %
Less than 100 386 79.9 97 20.1
100 to less than 200 136 61.8 84 38.2
200 to less than 400 95 52.8 85 47.2
400 to less than 600 33 42.3 45 57.7
600 to less than 800 32 41.6 45 58.4
800 to less than 1000 16 32.0 34 68.0
1000 to less than 2000 34 27.4 90 72.6
More than 2000 36 18.8 156 81.2




Chi-Square Test of Independence 
Working Capital Vs. Cash Basis by 








No. % No. %
5 Apparel & Other Textile Products 28 80.0 7 20.0
13 Leather & Leather Products 10 76.9 3 23.1
23 Wholesale — Nondurable Goods 26 76.5 8 23.5
27 Eating & Drinking Places 16 72.7 6 27.3
4 Textile Mill Products 23 71.9 9 28.1
2 Oil and Gas Extraction 60 70.5 25 29.5
28 Misc. Retail 21 67.7 10 32.3
21 Misc. Manufacturing Industries 19 65.5 10 34.5
26 Apparel & Accessory Stores 13 65.0 7 35.0
22 Wholesale — Durable Goods 34 64.2 19 35.8
6 Lumber & Wood Products 12 63.2 7 36.8
16 Fabricated Metal Products 37 61.7 23 38.3
29 Others 43 58.9 30 41.1
18 Electric & Electronic Equipment 121 58.5 86 41.5
7 Furniture & Fixtures 7 58.3 5 41.7
9 Printing & Publishing 24 55.8 19 44.2
12 Rubber & Misc. Plastics 23 54.8 19 45.2
19 Transportation Equipment 35 51.5 33 48.5
25 Food Stores 12 50.0 12 50.0
24 General Merchandise Stores 14 50.0 14 50.0
17 Machinery, except Electrical 49 48.5 52 51.5
20 Instruments & Related Products 26 48.2 28 51.8
14 Stone, Clay, and Glass 12 44.4 15 55.6
15 Primary Metal Industries 16 41.0 23 59.0
8 Paper & Allied Products 12 37.5 20 62.5
3 Food & Similar Products 21 36.2 37 63.8
10 Chemicals & Allied Products 36 34.0 70 66.0
11 Petroleum & Coal Products 12 33.3 24 66.7
1 Metal Mining 6 28.6 15 71.4
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Expected Frequency Expected Frequency
Auditing Firm 54.7% 45.3%
No. % No. %
1. Non-Big Eight 134 75.7 43 24.3
2. Touche Ross 72 60.5 47 39.5
3. Peat, Marwick, Mitchell 89 58.6 63 41.4
4. Deloitte, Haskins, & Sells 59 58.4 42 41.6
5. Arthur Andersen 133 56.8 101 43.2
6. Arthur Young 54 56.2 42 43.8
7. Coopers & Lybrand 82 50.3 81 49.7
8. Ernst & Whinney 76 41.5 107 58.5
9. Price Waterhouse 69 38.5 110 61.5
Total Sample 768 54.7 636 45.3
particular, the smaller the company, 
the more likely it is that the company 
uses the working capital basis. For 
example, while only 18.8% of large 
companies with at least $2 billion in 
total assets use the working capital 
basis, 79.9% of small companies with 
less than $100 million in total assets 
use the working capital basis.
This finding was not unexpected 
in view of the cost hypothesis sug­
gested by recent research by the 
authors. Given the long history of 
use of the working capital basis, 
companies may elect to follow tradi­
tion, thereby avoiding the costs of 
converting to the cash definition of 
funds. Large companies are expect­
ed to have the resources and exper­
tise to switch to the cash basis easily 
and quickly. Small companies, how­
ever, may find the cost of switching 
to the cash basis too great and not 
offset by benefits that may be re­
ceived. Thus, the finding that a high 
percentage of small companies uses 
the working capital basis while a 
high percentage of large companies 
uses the cash basis was expected.
Industry. A Chi-square test was 
also performed to test the indepen­
dence between the definition of 
funds used and the industry group­
ing. As can be seen from Table 2, the 
definition of funds used depends 
significantly on the industry group­
ing. Although about55% of the 1,404 
companies in the sample use the 
working capital basis, the percent­
age for some industries differs sig­
nificantly from 55%. For example, 
80.0% of companies in the apparel 
and textile industry and 28.6% of 
companies in the mining industry 
use the working capital basis. The 
following three industries use the 
working capital basis most: apparel 
and textile (80.0%), leather (76.9%), 
and nondurable wholesale (76.5%). 
Indications are that these industries 
will be most affected if the State­
ment of Cash Flows is adopted.
Auditing Firm. The results of the 
Chi-square test of independence be­
tween the basis used and the audit­
ing firm are presented in Table 3. As 
can be seen, the definition of funds 
used depends significantly on the 
auditing firm engaged by the com­
pany. For example, while 75.7% of 
the companies audited by non-Big 
Eight auditing firms use the working 
capital basis, only 51.7% of the com­
panies audited by Big Eight auditing 
firms do so. Further, the percent­
ages differ among the Big Eight au­
diting firms. In particular, while only 
38.5% of the companies audited by 
Price Waterhouse use the working 
capital basis, a rather high 60.5% of 
the companies audited by Touche 
Ross do so.
EXECUTIVE MATERNITY
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In view of these findings, it appears 
that non-Big Eight auditors will be 
affected most if the Statement of 
Cash Flows is adopted. Among the 
Big Eight auditors, Touche Ross is 
likely to be affected the most since a 
large number of its clients still use 
the working capital basis as com­
pared to the clients of other Big 
Eight auditors.
Conclusion
The impact of FASB pronounce­
ments is usually not felt uniformly 
by all companies and all auditing 
firms. This will be especially true for 
the proposed “Statement of Cash 
Flows.” The effect of the FASB’s 
expected decision to require a State­
ment of Cash Flows will be the elim­
ination of the option of reporting 
funds on a working capital basis. 
This study reveals that a majority of 
companies (54.7%) out of the 1,404 
in the sample are still using a work­
ing capital definition of funds — an 
indication that the pronouncement 
will have a significant impact.
More importantly, the findings pre­
sented in this paper suggest that the 
use of the working capital basis is
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FORTUNE 500 CO’S. 
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Consulting, Audit and EDP 
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public accounting throughout 




issued, will have a 
greater impact on some 
companies and auditing 
firms than on others.
heavily concentrated among a select 
group of companies. Smaller com­
panies (those less able to absorb the 
cost of switching to a new reporting 
basis) are most likely to be currently 
reporting on a working capital basis. 
Thus, the adoption of the proposed 
Statement of Cash Flows will have 
the greatest impact on these smaller 
companies. Also, there are certain 
industries in which the working cap­
ital definition prevails, and these 
industries will be greatly affected. 
Finally, the results suggest that the 
impact of the proposed pronounce­
ment will be greatest for non-Big 
Eight auditing firms because they 
have the highest proportion of work­
ing capital basis clients.
It appears very likely that compa­
nies will soon be presenting a State­
ment of Cash Flows in place of the 
presently required Statement of 
Changes in Financial Position. This 
will result in the realization of a long- 
sought goal of the Financial Account­
ing Standards Board. Expectations 
are that the change will be an improve­
ment. However, conforming to the 
proposed pronouncement (includ­
ing restating prior years’ statements 
to a cash basis for comparative pur­
poses) will present a burden, partic­
ularly to those companies and their 
auditing firms presently reporting 
on a working capital basis.Ω
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Job Satisfaction and
Intended Turnover in
the Large CPA Firm
Differences by Tenure
Education, and Sex
By Maria Lombardi Bullen and Lisa Cline Martin
The uncontrolled high rate of turn­
over experienced by large CPA firms 
is a problem that has been recog­
nized by the public accounting pro­
fession [Doll, 19831. Between 70% 
tempted to identify the reasons for 
CPA firm turnover in an effort to find 
solutions to the problem. Many of 
these studies showed an inverse 
relationship between aspects of job 
satisfaction and turnover. However, 
the limited number of studies and 
somewhat conflicting results have 
suggested a need for continued re­
search. In a recent study, job satis­
faction and turnover in a large CPA 
firm were examined. This article of­
fers several reasons for the heavy 
turnover in and flight of women from 
large CPA firms as suggested by the 
findings. Other research is also sur­
veyed, and current issues such as 
stress and opportunities for promo­
tion, particularly as related to women 
CPAs, are discussed.
The Study
This exploratory study examined 
sources of satisfaction and dissatis­
faction in a large CPA firm. Specifi­
cally, differences in intended turn­
over, overall job satisfaction, and 11 
dimensions of job satisfaction within 
a large CPA firm were investigated 
in relation to length of employment 
with the firm, education, and sex.
and 80% of professional personnel 
leave within five years of joining a 
firm, and the costs associated with 
such turnover are great. These in­
clude the specific, direct costs of 
selection and training and the indi­
rect costs of supervision and lowered 
productivity during training periods. 
In the last decade, more women 
have been included in the turnover 
percentages of large CPA firms since 
more women have been employed 
by these firms. According to the 
American Woman’s Society of Certi­
fied Public Accountants (AWSCPA) 
1985 Statistical Survey, the ratio of 
women CPAs working in public ac­
counting declined from 61.6% in 
1979 to 58.5% in 1985, and only 
26.2% of women working in public 
accounting in 1985 were employed 
in international and national CPA 
firms, down from 38.8% in 1979. Dur­
ing the same time period, the per­
centage of women in local firms 
increased from 35.5% to 42.1%, and 
the ratio of women with their own 
practices increased from 20.9% to 
25.4%. This shift may have occurred 
in reaction to the actual or perceived 
existence of barriers to women’s 
upward mobility in the major ac­
counting firms. The move may sug­
gest that leaving large firms afforded 
women more flexibility with respect 
to workload, working hours, and 
assignments.
A number of researchers have at-
TABLE 1
Selected Items Composing the 11 Satisfaction 
Dimensions as Determined by Factor Analysis
1. Higher Needs and Work Itself
Amount of authority 
Freedom and flexibility 
Use of skills and abilities 
Significance of work 
Experience and skill acquisition 
Ability to see total picture of project
2. Pressures
Time deadlines
Number of hours worked 
Distances to commute in town 
People to report to at same time 
Assignments to do at same time 
Time budgets
3. Communication
Exchange with higher levels in 
department
Exchange with own level in 
department
Feeling of being a part of the group 
Exchange with other offices
4. Promotion
Opportunity for advancement 
Manner promotions determined 
Upper level position availability 
Predictability of promotion
5. Supervision and Evaluation
Quality of supervision 
Consistency of supervision 






Extent of rumor mill in assignments 
Input in choosing assignments
Extent of rumor mill in evaluations 
Equity in job assignments
8. Appreciation and Participation
Partners’ expression of appreciation 
Consistency of support/appreciation 
Feedback on performance 
Opportunity to make suggestions
9. Client Range and Assignments





Equity in salaries in level
Channels of communication 
understood
11. Counseling and Training
Counseling partner familiar with work 
Guidance from counseling partner
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Figure 1




Mean score scale values: Certain turnover   5
No turnover intentions = 0
The 11 dimensions of job satisfac­
tion were: (1) higher needs and work 
itself, (2) pressures, (3) communica­
tion, (4) promotion, (5) supervision 
and evaluation, (6) office support, 
(7) staffing, (8) appreciation and 
participation, (9) client range and 
assignments, (10) compensation, 
and (11) counseling and training. 
Table 1 presents the major work 
aspects that are reflected in the 11 
dimensions.
Subjects in the study were male 
and female nonpartner members 
from a large United States metropol­
itan office of a Big Eight CPA firm. 
The firm had experienced a signifi­
cant turnover rate of approximately 
34%, and partners expressed an inter­
est in reducing turnover to a health­
ier 20% range. Their conservative 
estimate was that $5,000 per recruit 
was expended for the more identifi­
able costs of recruiters’ salaries, trav­
el, and time spent in recruiting or 
formal training.
A questionnaire was distributed to 
nonpartner firm members, produc­
ing 125 usable responses, which 
represented a response rate of 76%. 
The questionnaire was developed 
with the participation of a prelimi­
nary interview group of nonsubject 
firm members who assisted in the 
process of identifying an appropriate 
set of variables to be measured in 
the large CPA firm environment. 
The data were analyzed statistically 
using descriptive statistics, factor 
analysis, multivariate and univariate 
analyses of variance, and Student t 
tests.
The Results
The data analyses produced statis­
tically significant differences in in­
tended turnover by tenure (p<023), 
but not by education or sex. The 
group with two to four years at the 
firm expressed the strongest turn­
over intentions, and the group with 
five to seven years of tenure exhib­
ited the smallest likelihood of turn­
over. Figure 1 presents the mean 
scores on turnover intentions by 
length of time with the firm.
No statistically significant differ­
ences were found in overall satisfac­
tion. However, in a number of the 
satisfaction dimensions, there were 
differences. The major results for 
the dimensions studied are dis­
cussed in the sections that follow.
Differences in Satisfaction Dimen­
sions by Tenure with Firm. Signifi­
cant differences by tenure emerged 
at p<10 in all but one of the satisfac­
tion dimensions (supervision and 
evaluation). This finding was some­
what surprising, since no significant
Figure 2
MEAN SATISFACTION SCORES ON 11 DIMENSIONS 
BY TENURE
differences were found in overall job 
satisfaction. The direction of the 
means, however, was as expected. 
The highest means in overall satis­
faction came from the group with 
tenure of more than seven years, fol­
lowed by staff with tenure of five to 
seven years. Figure 2 presents the 
mean scores on 11 satisfaction dimen­
sions by tenure with the firm. The 
results also revealed that the high- 
tenure groups (over five years with 
the firm) were more satisfied than 
the less tenured groups on the dimen­
sions of higher needs and work itself, 
communication, counseling and train­
ing, pressures, and compensation. 
The low-tenure groups were more 
satisfied with office support. Staff 
with the firm two to four years were 
shown to be the least satisfied on all 
dimensions, except for higher needs 
or work itself and office support. 
Thus, it was not surprising that the 
highest intended turnover was report­
ed by groups employed two to four 
years with the firm.
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Middle Tenure Group Least Satis­
fied. The results document the exis­
tence of greater dissatisfaction in 
important areas within the middle 
tenure group, basically the senior 
level. This is the level at which CPA 
firms generally experience increased 
problems with uncontrolled, unde­
sired turnover. At the senior level, 
pressures mount with responsibility 
for staff, particularly long overtime 
hours, and possibly conflicting as­
signments carried out under tight 
time budgets and multiple supervi­
sors. Seniors apparently feel locked 
into high-pressure positions for 
which they are not adequately com­
pensated.
The above results are partially 
consistent with prior findings, al­
though most research of job satis­
faction in the large CPA firm environ­
ment has studied position level in 
firm rather than tenure with firm. It is 
reasonable to expect similarities in 
results, since CPA firms generally 
follow an “up or out’’ policy. Re­
search by Albrecht, Brown, and Field 
Figure 3
MEAN SATISFACTION SCORES ON 11 DIMENSIONS 
BY COLLEGE DEGREE
Satisfaction Scale
Greatest Dissatisfaction = zero.
Balanced Attitude - 2.50.
Greatest Satisfaction = 5.00.
[1981] has shown that upper level 
employees experienced higher over­
all satisfaction and lower intended 
turnover than those on lower and 
middle levels. Other studies found 
that middle level employees were 
least satisfied on an overall basis 
[Norris and Niebuhr, 1984], or least 
satisfied in work load and pay [Gaert­
ner and Ruhe, 1981] or in working 
conditions [Albrecht, Brown, and 
Field, 1981].
Differences in Satisfaction Dimen­
sions by Education. Statistically sig­
nificant differences by education 
emerged at p<10 on the three satis­
faction dimensions of promotions, 
office support, and compensation. 
The firm members with a bachelor’s 
degree were more satisfied with pro­
motion and office support than those 
holding a master’s degree. However, 
on the compensation dimension, 
those with postgraduate degrees 
were more satisfied, as shown in 
Figure 3. This last result was expect­
ed since at the lower and middle lev­
els, personnel with advanced de­
grees generally earn more than their 
counterparts with lesser degrees. In 
the area of office support, it is possi­
ble that the accountants with a mas­
ter’s expect more support by virtue 
of their greater prior experience. 
The lower degree of satisfaction dis-
etween 70% and 80% 
of professional 
personnel leave within 
five years of joining a 
firm.
played by this group with regard to 
promotions is also understandable, 
as these professionals expect to re­
ceive more frequent promotions. How­
ever, it is difficult to affirm that the 
differences on the three satisfaction 
dimensions are definitive, even in 
the immediate environment studied. 
Although some prior research [Al­
brecht, Brown, and Field, 1981] 
found that CPA firm members with a 
master’s degree were less satisfied 
on promotion as well as on most 
other facets of satisfaction (although 
an “office support” item was not 
tested), other researchers concluded 
that it was not possible to signifi­
cantly predict satisfaction [Benke 
and Rhode, 1980] or tenure [Loeb 
and Gannon, 1976; Rhode, Soren­
sen, and Lawler, 1976; and Sorensen 
et al., 1985] from educational fac­
tors.
Differences in Satisfaction Dimen­
sions by Sex. Statistically significant 
differences by sex emerged on two 
individual dimensions. Women were 
less satisfied than men (at a signifi­
cance level of p<05) with aspects 
related to promotion: opportunities 
for advancement, the manner in 
which promotions were determined, 
the availability of upper-level posi­
tions, and the extent to which women 
knew when they would be promoted. 
The mean ratings on the satisfaction 
dimensions are reported in Figure 4. 
At the firm studied, the proportion of 
women declined at each successive­
ly higher firm level since there were 
only a few women at the upper lev­
els. Women also seemed less satis­
fied than men (p<10) on the dimen­
sion of pressures, such as time dead­
lines, number of hours worked, dis­
tances to commute in town, and 
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number of people to report to at the 
same time.
These results are partially con­
sistent with other findings. For exam­
ple, other research has shown that, 
in general, women CPAs and wom­
en in public accounting are satisfied 
in their jobs [Melcher and Welker, 
1980; and Ward, Moseley, and Ward, 
1986] and their rate of turnover is no 
higher than that of their male coun­
terparts [Rhode, Sorensen, and Law­
ler, 1976; and Sorensen et al., 1985]. 
However, researchers also have re­
ported patterns of positive relation­
ships between feelings of or actual 
discrimination and the number of 
years of public accounting expe­
rience [Walkup and Fenzau, 1980; 
Patrick, 1984; and Hutton, Tucker, 
and Bradley, 1986J. Relatively low 
levels of satisfaction with promo­
tions (and pay) among women CPAs 
have been documented by Ward, 
Moseley, and Ward [1986]. Maupin 
[1986] found that androgynous wom­
en CPAs achieved the greatest job 
satisfaction and were also more like­
ly than other women to rise to the 
upper levels in the public account­
ing profession.
Discussion and Implications
Questions measuring overall satis­
faction did not lead to identification 
of different satisfaction levels for 
individuals grouped by tenure, edu­
cation, or sex. The analyses of indi­
vidual satisfaction dimensions, how­
ever, revealed some noteworthy dif­
ferences, with implications to the 
Big Eight firm and its professional 
staff. Differences were found in in­
tended turnover, with the middle 
tenure groups reporting the greatest 
likelihood of migration. Since only 
one firm office participated in the 
study, however, the results cannot 
be generalized (from a statistical 
standpoint) to all large firms. But 
because of the environmental sim­
ilarities among large firms, the re­
sults may have implications outside 
the organization studied.
Improvements for Seniors. One 
improvement suggested by the re­
sults is for employers to rethink 
some of their practices with regard 
to senior staff, since the greatest 
turnover tendencies were found to 
exist in this group of accountants 
who have between two and four 
years of tenure. Large CPA firms 
could open the channels of com-
munication, provide more mentors, 
make efforts to improve scheduling, 
and perhaps recognize specific pref­
erences of seniors in the choice of 
clients, industries, or areas of spe­
cialization. When possible, firms 
might provide some relief for senior- 
level staff to prevent the burnout 
that many experience and which 
may drive them from the firm. For 
example, seniors might be encour­
aged to give more consideration to 
the use of task delegation to relieve 
time pressures, and firms might pro­
vide special training to improve the 
supervisory skills of senior-level firm 
members. Another approach might 
be for managers to carry some of the 
workload when necessary. In addi­
tion, the firms might consider an 
increased compensation package 
for seniors.
Promotionsand Pressures of Wom­
en CPAs. With respect to women 
CPAs, changes are suggested by 
the findings that women are less sat­
isfied than men on the dimensions 
of promotions and pressures. As it
Figure 4
MEAN SATISFACTION SCORES ON 11 DIMENSIONS 
BY SEX OF RESPONDENT
  Male  Female
now stands, the advancement rate 
for professional women in large CPA 
firms appears to be below that of_ 
other minority groups. In 1984, for 
example, a total of 6,870 women 
CPAs were employed by major ac­
counting firms and only 2.1% of 
them (146) were partners in the firms; 
in contrast, the 1,144 CPAs from 
minority groups including American 
Indians, Asians, Blacks, and Hispan­
ics supplied 12.8% (or 147) partners 
in major, non-minority firms [Pro­
fessional Women and Minorities, 
1986, pp. 3-4]. Ried, Acken, and 
Jancura [1987, p. 338], in their his­
tory of women CPAs prepared for 
the Centennial Issue of the Journal 
of Accountancy, state:
The history of women in account­
ing reflects a long struggle to over­
come the barriers of rigid social 
structures, discrimination, miscon­
ceptions and conflicts between the 
demands of motherhood and ca­
reer. Women’s competence in ac­
counting has long been recog­
nized. Yet, even today few women 
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have risen to the top of the profes­
sion. Women have made major 
strides in recent years, but the 
opportunitiesand rewards for wom­
en accountants still lag behind 
those for their male counterparts.
Further investigations are needed 
to determine whether women are, in 
fact, subtly discriminated against by 
being given more stressful and less 
prestigious or desirable assignments 
and less opportunity for promotion. 
It is possible that some women sim­
ply perceive greater pressure be­
cause of their added responsibilities 
at home. Recent studies of female 
managers have suggested that a 
new multi-dimensional “Type E” 
working woman has emerged [Braik­
er, 1984]. Suojanen et al. [1987] 
comment: “This woman, who must 
be everything to everyone, creates 
in her own way just as harmful an 
environment as does the Type A 
man [who is characterized by ex­
tremes of competitiveness, aggres­
siveness, pressures for productivity, 
and impatience].” In attempting to 
fulfill simultaneously the roles of 
wife, mother, and full-time profes­
sional according to standards set by 
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others, many women find themselves 
underconstant pressure. Undercur­
rent conditions, this situation is very 
likely to prevail in public account­
ing, particularly at the middle senior 
level.
New Flexible Work Patterns Need­
ed. In Re-Inventing the Corpora­
tion, Naisbitt and Aburdene [1985, 
p. 213] stress that successful women 
combining careers and motherhood 
need alternative work schedules for 
the years following childbirth. Most 
work patterns and career ladders 
have been based on male standards, 
they say, since those are the only 
standards that have applied until 
now. But new models allowing flexi­
ble norms for women are emerging 
as the growing number of career 
women are forcing institutions to 
reshape the workplace to meet their 
needs. Within the accounting pro­
fession, the supply of female gradu­
ates has risen between 1976 and 
1985 from 28% to 48%, whereas the 
supply of male accounting gradu­
ates has steadily declined from 72% 
to 52% [Ried, Acken, and Jancura, 
1987]. As the number of women in 
accounting increases, the need fora 
reshaping of their working environ­
ment becomes apparent. Mary A. 
Finan [1985], a partner in Arthur 
Young, suggests that women in pub­
lic accounting may be subject to 
personal frustration because of socie­
ty’s continued pressure on them to 
assume the role of child-raiser and 
generally be the caring center of 
family units. To fulfill professional 
and family responsibilities at the 
same time, she states, women may 
need flexibility in their professional 
work.
Secondary Promotional Track 
Needed. If CPA firms want to keep 
valuable employees, they need to 
get away from the“up or out” philos­
ophy. In addition to allowing flexibil­
ity in work schedules and limiting 
travel, CPA firms might create and 
have a stated policy for a secondary 
promotional track for women with 
family responsibilities. Although fi­
nancial compensation would be low­
er the the speed of advancement 
decreased, the firm would remove 
the stigma that is normally attached 
to lower pay and slower upward 
mobility. Such policies could bring 
relief to two-career couples or sin­
gle parents, who may find it difficult 
to cope on the fast track. As children 
grow up and responsibilities at home 
stabilize, these professionals would 
begin to catch up.
The idea of getting off the fast 
track may disappoint some women. 
However, professional women need 
to realize that they do not have to be 
the “best” (by other people’s stan­
dards) in all areas of their multidi­
mensional lives. The same holds 
true for men who may have unusu­
ally heavy family responsibilities. It 
is generally not in the best interest of 
professionals or their employers to 
stay in overly stressful situations. In 
effect, employees in these situations 
may have to be satisfied with a 
slower pace of advancement. Nyko­
dym et al. [1987] note:
Women may wish to be more suc­
cessful or to have a better-paying 
job or higher status. Being realis­
tic, women may need to content 
themselves with mild successes at 
first.
Not all women, of course, including 
those with children, would opt for a 
slower track; some women are able 
to combine family life and a high- 
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powered career. But knowing that a 
slower track was available could 
ease the pressure even for these 
women.
Furthering Women’s Careers. One 
reason that women perceive less 
opportunity for promotion is be­
cause conventional standards have 
often prevented women from engag­
ing in particular activities that tradi­
tionally have been employed by men 
to further their careers. For exam­
ple, men sometimes use private, 
male-only clubs to meet clients or 
colleagues. Men also frequently par­
ticipate in informal all-male networks 
and often develop powerful mentor/ 
prote'ge' relationships. It is impor­
tant that women also make special 
efforts to form their own networks; 
that they encourage, help, and active­
ly support one another; and that 
they aggressively search for their 
own, powerful mentors who appear 
to be important to the professional 
development, status, and power of 
the CPA firm member. It is not neces­
sary for women to participate in all 
of the traditionally male socializa­
tion processes. Their time is more 
wisely spent on efforts that serve to 
increase their professional visibility: 
participating in professional organi­
zations, publishing in partnership 
with academics, accepting speaking 
engagements, and becoming in­
volved in community matters. Wom­
en are often accused of being task- 
rather than goal-oriented and of not 
being able to delegate or supervise 
effectively, but women are also 
known to be articulate and creative. 
Further investigation is needed to 
determine how these and other fac­
tors affect both the job pressure and 
opportunity for promotion experi­
enced by female CPA firm members.
Conclusion
Prior research and the current 
study suggest the need for further 
research. Although there is reason 
to believe that because of similar 
prior findings the results of this study 
reflect conditions that are typical for 
the Big Eightfirm environment, more 
research is needed to provide an 
enlarged basis upon which to draw 
conclusions. Additional research is 
needed since prior work in the areas 
investigated has not been extensive, 
entirely consistent, or completely 
definitive. Ω
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Personal Earnings In The 
Accounting Profession
Returns For Alternative Investments
By Kenneth Rosenzweig and Lawrence Hadley
Although there is substantial infor­
mation about the earnings of ac­
countants [BLS, 1984; Robert Half, 
1986], there have been relatively few 
analyses of the determinants of their 
earnings. Therefore, a study was 
undertaken to explore these deter­
minants. Information was collected 
from members of the National Asso­
ciation of Accountants (NAA) via a 
questionnaire. Responses to the 
questionnaire provided data on earn­
ings in addition to wide range of in­
formation on professional and per­
sonal characteristics.
Analysis of the data suggests some 
interesting patterns of returns in the 
accounting profession:
• The CPA credential was found to 
have a significantly positive im­
pact on earnings in both industry 
and public accounting.
• Accountants with the same cre­
dentials and experience were 
found to earn significantly more 
in industry than in public account­
ing.
• A significant earnings return was 
found for the MBA degree in in­
dustry but not in public account­
ing.
These findings should assist ac­
countants in making career deci­
sions that will lead to professional 
advancement and increased earn­
ings.
Methodology
Although economists have studied 
the determinants of earnings in var­
ious contexts, the dominant ap­
proach utilized has been human 
capital theory [Becker, 1975; Mincer, 
1974]. Briefly, this theory analyzes 
individuals who invest in themselves 
by accumulating skills, most com­
monly through formal education, con­
tinuing education beyond formal de­
gree programs, and training in the 
workplace. Although these activities 
are costly in both time and money, 
they are expected to increase a work­
er’s productivity and, in turn, result 
in higher earnings per unit of time.
Database. To apply human capital 
theory to the accounting profession, 
an extensive database of variables 
relating to the earnings of NAA mem­
bers was compiled. The general pur­
pose was to compare the returns on 
investments in alternative types of 
human capital most commonly made 
by accountants. These investments 
include various academic degrees 
and professional certifications, as 
well as work experience in alterna­
tive types of firms and various areas 
of specialization.
The database was compiled by 
surveying 9,520 randomly selected 
members of the NAA. A total of 3,081 
members responded to the survey 
for a response rate of approximately 
32 percent. The NAA was selected 
because of the wide diversity of its 
members’ credentials and work-his­
tories in the accounting profession. 
This diversity permits a comparison 
of returns on many alternative types 
of career choices. In contrast, the 
other major professional associa­
tion, the American Institute of Certi­
fied Public Accountants, includes 
only CPAs as members, and a sam­
ple of its members would have proh­
ibited the comparison of career cho­
ices and earnings between CPAs 
and non-CPAs.
The questionnaire asked for infor­
mation regarding an individual mem­
ber’s earnings in 1984; position of 
employment in 1984; educational, 
professional, employment, and fam­
ily histories; and certain personal in­
formation of a demographic nature. 
The responses were anonymous to 
protect individual confidentiality. A 
general overview of accountants’ 
earnings is provided by Table 6 in 
the appendix which presents mean 
earnings for various subgroups of 
our sample.
Data Analysis. The technique em­
ployed for analyzing the data is mul­
tiple regression. The dependent var­
iable is the natural logarithm of earn­
ings. This type of analysis identifies 
the additional earnings in percen­
tage terms associated with variables 
measuring various professional and 
personal characteristics, e.g., edu­
cation or gender. These percentage 
earnings increments are reported 
for various groups of variables in 
Tables 1-5.
Multiple regression analysis iso­
lates the percentage increment of 
earnings for a particular explana­
tory variable while controlling for 
the possible impact of other explan­
atory variables. Specifically, the per­
centage earnings increments re­
ported in Tables 1-5 are the regres­
sion coefficients of the earnings 
equation. A specific regression coef­
ficient represents the percentage in­
crease in earnings associated with a 
unit change in the specific explana­
tory variable for accountants with 
equivalent values for all other ex­
planatory variables (i.e., the percent­
age increase in earnings while hold­
ing the other explanatory variables 
constant).
Control for the possible interde­
pendent effects among explanatory 
variables is necessary in order to 
isolate the effect of a specific ex­
planatory variable on earnings. For 
example, gender and years of work 
experience are both explanatory var­
iables in the analysis. But gender 
and work experience are also related 
to each other (on average, men have 
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substantially more years of work 
experience than women). Thus, 
an analysis of the effects of gender 
on earnings that excludes expe­
rience as a control variable overstates 
the portion of earnings explained by 
gender. The reason is that the por­
tion of earnings explained by expe­
rience is included in the coefficient 
of the gender variable in addition to 
the portion properly attributable to 
gender. Thus, the omission of an ex­
planatory variable distorts the esti­
mated percentage increments of 
other related explanatory variables.
The important explanatory varia­
bles that the regression analysis con­
trols for include the type of firm 
which employs the accountant (pub­
lic accounting firm, industrial firm, 
government, or non-profit firm); 
years of work experience (both over­
all and with the current employer); 
level of job responsibility; weeks per 
year spent at work, weeks of sick­
ness, and weeks of unemployment; 
professional certifications; educa­
tional degrees and undergraduate 
grade point average; the population 
of the urban area where employed; 
and personal characteristics includ­
ing sex, race, marital status, and 
number of dependents. The percent­
age earnings increments are re­
ported in Tables 1-5 only in cases 
where there is at least a 90 percent 
confidence level that the increments 
are significantly different from zero.
A significant earnings 
return was found for the 
MBA degree in industry 
but not in public 
accounting.
Means for various subgroups of 
the sample are also reported in 
Tables 1-5. Differences between 
means may be the direct effect of the 
variables themselves, or they may 
be explained by other control vari­
ables. The percentage earnings in­
crements (and not the means) re­
ported in the tables isolate the im­
pact of the explanatory variables on 
earnings while controlling for the 
impact of other independent varia­
bles. Thus, they are the correct bases 
for identifying the impact of specific 
variables on earnings.
It should be noted that ultimately
Table 1



















aThe following symbols are used throughout Tables 1-5 to designate 
the statistical confidence that the reported earnings increments are 
different from zero:
NS Less than 90 percent confident.
* At least 90 percent confident,
** At least 95 percent confident, and
*** At least 99 percent confident.
Also, the number of accountants in various subgroups of our sample 
are reported in parentheses beneath mean earnings throughout 
Tables 1-6.
the analysis can only identify statis­
tical relationships. One must be care­
ful in drawing conclusions about 
cause and effect. Although it is 
plausible to maintain that education, 
credentials, work experience, and 
the personal attributes included in 
the analysis do determine earnings, 
the analysis does not prove a causal 
relationship. It should also be noted 
that this is a common limitation of 
most empirical research where labo­
ratory-controlled experimentation is 
not possible.
Earnings by Type of Firm
The data distinguish four types of 
firms, identified in Table 1: public 
accounting firms, industrial firms, 
governments, and nonprofit firms. 
Although the means in column 1 
create the impression that earnings 
are higher in public accounting 
firms, the earnings increments re­
ported in column 2 show that after 
introducing appropriate controls, 
there is a significant earnings differ­
ential in favor of industrial accoun­
tants.
Each earnings increment reported 
in Table 1 is the percentage earn­
ings differential for accountants em­
ployed by that particular type of firm 
in comparison to all other accoun­
tants in our sample. The use of con­
trol variables implies that the com­
parison is between accountants with 
equivalent education, credentials, 
and work experience. The results 
show that accountants in industry 
earn 11.8 percent more than all other 
accountants in our sample, and pub­
lic accountants earn 11.2 percent 
less than all the others. Therefore, 
for accountants with equivalent work 
histories and credentials, there is 
approximately an 11 to 12 percent 
earnings differential in favor of in­
dustrial accountants.
The inconsistency between the 
means and the earnings increments 
in Table 1 is explained by a different 
mix of credentials and educational 
achievements for the typical respon­
dents in industrial and public ac­
counting firms. The most dramatic 
difference relates to the CPA cre­
dential. In our sample, 73 percent of 
accountants in public accounting 
firms have the CPA, while in indus­
try, the comparable figure was only 
25 percent. The second important 
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difference is that employees in pub­
lic accounting firms had a mean col­
lege grade point average (GPA) of 
3.3 (on a scale of A=4.0), while em­
ployees in industry had a mean GPA 
of 3.0. (This difference is statistically 
significant with 99 percent confi­
dence.) Both CPA credential and 
college GPA are significantly posi­
tive determinants of earnings. Thus, 
the higher mean earnings for all 
public accountants is explained by 
the larger proportion of CPAs and 
their higher GPAs. After controlling 
for these two factors, industrial ac­
countants earn more. In other words, 
industrial accountants with CPAs 
generally earn more than CPAs with 
similar undergraduate GPAs in pub­
lic practice.
Finally, the impact of firm size on 
earnings is worth mentioning. Firm 
size is defined as the number of 
accountants employed in the organ­
ization on a worldwide basis. Analy­
sis shows that after controlling for 
other factors, earnings increase one 
tenth of one percent for every addi­
tional 100 accountants in the firm. 
(This result is statistically significant 
with 99 percent confidence.)
Areas of Job Specialization
For accountants employed in in­
dustry, the data identify three func­
tional areas of specialization: ac­
counting fields such as cost and 
financial reporting, finance and re­
lated fields, and non-accounting 
fields such as marketing and gen­
eral management. Mean earnings 
and earnings increments are re­
ported in Table 2 for these three 
specializations.
The analyses indicate an earnings 
decrement of 8 percent in account­
ing related fields and a 13 percent 
increment in financial fields. It is 
important to note that these nega­
tive and positive increments are sig­
nificant at job levels of higher re­
sponsibility. Entry level positions ex- 
hibit no significant difference al­
though there are very few accoun­
tants in financial fields at the entry 
level. It is also interesting to note 
that the mean earnings for the gen­
eralists (non-accounting fields) are 
higher despite the absence of a signi­
ficant controlled earnings incre­
ment.
The fact that the percentage earn­
ings increment is not significant for 
generalists is explained by the large 
correlation between being a gener­
alist and having a high job level, 
such as manager or executive. In 
other words, the high mean earn­
ings of generalists is due to the fact 
that they are almost all employed at 
the highest levels of responsibility. 
After controlling for the level of re­
sponsibility, there is no independent 
return in this area.
The results in Table 2 suggest a 
career path that is commonly fol­
lowed by highly paid industrial ac­










The need is obvious.How many times have you wished that at least some of your clients would prepare their journals in the same sequence, with the same headings?How often is your staff vexed by a client changing column headings or creating new ones in mid-stream?Such frustrations are now avoidable.
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initial experience in accounting 
areas and progresses to positions of 
higher responsibility and salary in 
finance and possibly general man­
agement.
The data also identify areas of 
specialization for public accoun­
tants, and mean earnings for the two 
largest areas (tax and auditing) are 
reported in the Appendix. However, 
regression analysis indicates no 
significant earnings differentials be­
tween the areas of specialization in 
public accounting firms; therefore, 
no increments are reported.
Earnings and Education
The human capital theory that 
demonstrates the relationship be­
tween earnings and education was 
developed by Mincer [1974]. Since 
many young accountants ponder 
the value of education beyond the 
baccalaureate, Table 3 has been 
organized to focus upon the pecun­
iary returns for the two most com-
Table 2 












































monly pursued master’s degrees as 
well as the baccalaureate. The per­
centageearnings increment can cor­
rectly be identified as the rate of 
return to the corresponding incre­
ment of education. The results indi­
cate an 11.7 percent return to the 
bachelor’s degree, and an 8.8 per­
cent additional return to the MBA 
degree. The returns to education in 
industry are consistent with the over­
all pattern of returns. The analysis 
did not identify any additional return 
to the Master of Accountancy degreeSwitcheroo Bookkeeping
To contact your McBee Rep fast, simply call: Toll free:
1-800-526-1272
In Ohio: 1-800-325-6536
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Highest Degree Attained
Table 3 
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over that of a bachelor’s degree.
The surprising result shown in 
Table 3 is the lack of evidence of a 
return to any type of higher educa­
tion in public accounting firms. Yet 
the mean earnings indicate substan­
tially positive earnings increments 
for both the bachelor’s and MBA 
degrees. Certain interdependencies 
with other explanatory variables ac­
count for this inconsistency.
For the bachelor’s degree, the in­
consistency seems to be explained 
by the interrelationship between 
education and the CPA credential. 
In public accounting firms, 76 per­
cent of accountants with a bache­
lor’s also have a CPA. In industry, 
the corresponding figure is only 27 
percent. Since a bachelor’s is almost 
a universal prerequisite for a CPA, 
there exists a large element of re­
dundancy in the data (multicolli­
nearity) between a bachelor’s degree 
and a CPA credential. As reported 
below, the analysis identifies a large 
positive earnings increment for 
CPAs in public accounting firms, 
and it is difficult to identify the por­
tion that is completely independent 
of the bachelor’s degree.
For public accountants with an 
MBA degree, the explanation of the 
lack of a significant earnings incre­
ment is somewhat different. Among 
public accountants, there isa strong 
relationship between holding the 
MBA degree and years of work expe­
rience. Persons holding the MBA 
degree are generally older (average 
age 44) than persons having only 
the bachelor’s (averageage37); they 
have more years of work experience 
(18 average years vs. 11 years for 
bachelor’s holders); and a higher 
proportion are male (90 percent vs. 
75 percent for bachelor’s holders). 
Since the MBA degree is strongly 
associated with the work experience 
and sex variables, controlling for 
them explains the insignificant re­
turn to the MBA.
In contrast, among industrial ac­
countants, there is relatively little 
correlation between holding the 
MBA degree and either years of 
work experience or sex. The aver­
age years of age and work expe­
rience of MBAs and baccalaureates 
are the same — 41 years of age and 
16 years of work experience. Also, 
there is little difference in the sex of 
MBAs and baccalaureates — 90% of 
the MBAs are male vs. 84% of the 
holders of the bachelor’s. Since work 
experience and gender are not as­
sociated with holding an MBA de­
gree, the positive difference in mean 
earnings between the MBA degree 
and the bachelor’s is not explained 
by those variables. Consequently, 
the difference in mean earnings re­








































ment to the MBA.
In other words, public accountants 
at an advanced stage in their careers 
tend to document their senior status 
with an MBA degree. The additional 
degree does not seem to increase 
their income more than would be ex­
pected based on their seniority. In 
contrast, younger industrial accoun­
tants seem to be able to boost their 
income immediately with an MBA 
degree without having to wait to 
acquire a lot of job experience.
Earnings and
Professional Certifications
Like higher education, profession­
al certification involves a significant 
commitment of time. Thus, the mon­
etary returns to alternative certifica­
tions is of great interest to young 
accountants. Table 4 presents 
means and earnings increments in 
public accounting and industry for 
the two most commonly pursued 
certifications for accountants: the 
Certified Public Accountant (CPA) 
and the Certified Management Ac­
countant (CMA).
It is clear from the table that the 
CPA credential has a strong positive 
effect upon earnings. Overall, the 
CPA credential brings 10.9 percent 
higher earnings. However, these re­
turns vary between public account­
ing and industrial firms. In industry, 
a CPA adds 10.5 percent to earnings 
while in public accounting the cor­
responding increment is 27.5 per­
cent.
It is not as clear that the CMA has 
a positive impact on earnings. Mean 
earnings for accountants with CMAs 
are marginally higher than accoun­
tants without either credential, but 
regression analysis fails to identify 
any statistically significant returns
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to the CMA in this sample.
Earnings and
Personal Attributes
In addition to data on career-re­
lated attributes, data on personal­
attribute variables was also com­
piled. Gender is the most important 
of these variables because of its sta­
tistically significant impact upon 
earnings. Despite a large difference 
in mean earnings, regression analy­
sis indicates that, overall, women 
earn just 12 percent less than men in 
the sample, after controlling for 
revelant variables, such as age, ex­
perience, and education. Thus, a 
large part of the difference in mean 
earnings between men and women 
is explained by differences in the 
control variables, the most impor­
tant being work experience. Females 
typically have many fewer years of 
work experience both in total and 
with their current employers.
Table 5 summarizes the sex dif­
ferential for various groups of ac­
countants. The most striking aspect 
of the table is the unevenness of the 
sex differential both by type of firm 
and by job level. It is difficult to 
understand the reason that the sig­
nificant sex differential is concen­
trated in public accounting firms. 
Certainly, the means for males and 
females indicate a sex differential 
for both types of firms. However, in 
industry, the difference between the 
means can be explained by the con­
trol variables, while in public ac­
counting firms, it cannot.
It is not surprising that the sex dif­
ferential gets worse at higher job 
levels since it is well known that the 
labor market is more competitive at 
the entry level. The finding on this 
point thus corroborates the work of 
Olson and Frieze [1986]. This find­
ing is attributed primarily to the 
greater mobility of young workers. A 
young female who discovers her 
salary to be below market level is 
much more likely to change employ­
ers without great cost. In contrast, 
job changes are typically more costly 
for older workers, and, therefore, 
salaries become partially insulated 
from competitive market forces.
It is also interesting to briefly note 
some of the personal attribute vari­
ables which are not significant de­
terminants of earnings. Foremost is 
race. Though minority groups con­
stitute only about two percent of the 
sample, after controlling for relevant 
variables, analysis shows that the 
earnings of minority groups are not 
significantly different from whites. 
Other variables that have insignifi­
cant impact on earnings include 
marital status and weeks of work 
missed for sickness.
Conclusions
The results illustrate some inter­
esting patterns of returns in the 
accounting profession. While there 
are a few surprises, the findings con­
firm and document prior expecta­
tions. The inability to identify statis­
tically significant returns to the CMA, 
the Master of Accountancy, and the 
MBA in public accounting firms was 
somewhat surprising. Also, the find­
ing of higher earnings in industry 
than in public accounting for ac­
countants with equivalent work his­
tories and credentials is important.
The results have implications for 
young accountants planning their 
careers. For those looking to indus­
try for a career, the results suggest 
that the CPA and/or the MBA are 
worthwhile investments. Further­
more, career advancement should 
eventually be expected in areas out­
side of the traditional accounting 
fields. For those looking to a career 
in public accounting, the CPA is the 
single most important credential. Ω
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Appendix
The results presented in Table 6 
(below) are raw means for various 
subgroups of the accountants in our 
sample. These means are disaggre­
gated into cells on the basis of type 
of firm and job specialty across the 
columns. The disaggregation down 
the rows is on the basis of job level, 
professional credential, and earned 
master’s degree.
The appropriate use of these 
means is the comparison of an indi­
vidual accountant’s own earnings 
with the mean reported in the cell 
that best describes that individual. It
would not be valid to use these 
means for comparisons between 
cells nor for determining the returns 
to type of firm, job level, education, 
or certification since the means have 
not been adjusted to control for 
possible interdependencies with 
other variables.
TABLE 6
Profile of the Earnings of Accountants
ALL INDUSTRY PUBLIC ACCOUNTING FIRM GOVT. OR
NONPROF.
Account­
ingAll Finance General All Tax Audit
Average 47,000 47,600 43,200 57,200 71,200 51,600 42,200 57,100 35,100
(3,081) (2,264) (1,545) (476) (126) (511) (153) (245) (302)
Entry level 17,000 17,300 17,600 16,800 * 17,000 16,400 17,200 15,100
(189) (92) (75) (11) (80) (23) (43) (16)
No master's 16,700 16,800 17,100 16,200 * 16,900 15,500 17,000 15,200
(172) (82) (67) (10) (63) (19) (38) (11)
Neither 16,200 16,700 16,900 16,200 * 15,900 14,600 16,100 14,500
(134) (80) (65) (10) (43) (17) (18) (10)
CPA 19,700 24,000 24,000 * * 19,200 22,500 18,800 22,000
(23) (2) (2) (20) (2) (16) (1)
CMA 21,000 * * * 21,000 * 21,000
(1) (1) (1)
Master’s D. 18,400 22,000 22,000 * * 18,300 21,700 19,200 15,000
(16) (2) (2) (12) (3) (5) (2)
Neither 16,900 18,000 18,000 * * 17,500 21,000 15,500 15,000
(7) (D (1) (4) (1) (2) (2)
CPA 18,100 * * * * 18,100 22,000 21,700 *
(7) (7) (2) (3) *
CMA 24,000 26,000 26,000 * * 23,000 * 23,000 *
(3) (1) (1) (2) (1)
Senior acct. 28,600 29,700 28,600 30,900 50,800 24,400 24,900 24,700 29,100
(546) (361) (253) (77) (9) (103) (34) (53) (81)
No master’s 27,300 28,600 28,100 29,600 36,700 23,700 23,300 24,700 26,100
(367) (250) (175) (50) (7) (80) (23) (44) (36)
Neither 27,700 28,600 28,100 30,600 33,000 23,200 23,600 24,400 25,500
(247) (196) (136) (45) (5) (23) (11) (10) (27)
CPA 26,500 29,600 29,200 24,500 46,000 23,900 22,900 24,800 27,800
(110) (44) (30) (8) (2) (57) (12) (34) (9)
CMA 26,300 25,600 25,500 26,000 * 30,500 * 30,500 *
(19) (12) (11) (1) (2) (2)
Master’s D. 31,900 32,900 30,300 33,400 112,000 24,700 23,800 23,000 32,100
(115) (67) (43) (22) (1) (11) (4) (5) (37)
Neither 31,100 31,900 28,300 32,500 112,000 22,000 22,000 * 29,300
(66) (49) (31) (16) (1) (1) (1) (16)
CPA 32,800 35,500 35,300 35,700 ★ 25,000 24,300 23,000 35,100
(41) (13) (7) (6) (10) (3) (5) (18)
CMA 36,400 36,200 36,200 * * * * * 36,500
(11) (5) (5) (6)
Mgr., executive 53,800 52,700 47,800 63,600 72,800 68,700 54,400 80,200 39,100
or partner (2,346) (1,811) (1,217) (388) (117) (328) (96) (149) (205)
No master’s 51,900 50,300 46,000 61,800 65,600 69,100 56,100 76,700 37,100
(1,479) (1,164) (810) (236) (66) (206) (54) (102) (108)
Neither 47,100 47.900 44,800 57,500 60,900 51,100 44,000 28,700 37,300
(919) (814) (575) (153) (46) (27) (9) (3) (77)
CPA 60,900 57,200 49,700 70,900 82,100 72,000 58,900 78,100 36,500
(529) (320) (212) (80) (17) (178) (44) (99) (31)
CMA 46,100 46,300 44,300 56,000 51,800 45,300 40,000 39,000 *
(52) (47) (38) (4) (4) (4) (1) (1)
Master’s D. 60,200 61,100 55,700 70,600 83,600 69,700 50,000 92,600 43,400
(645) (471) (289) (119) (36) (93) (31) (36) (80)
Neither 55,800 58,800 54,700 66,400 81,700 38,000 28,700 44,000 39,900
(354) (298) (188) (75) (18) (14) (6) (2) (41)
CPA 66,800 66,400 56,900 80,100 95,900 76,700 55,200 95,400 46,500
(253) (143) (84) (38) (14) (76) (25) (34) (34)
CMA 52,300 54,900 54,200 52,900 56,000 50,000 82,500 40,500 44,900
(73) (49) (25) (12) (8) (10) (2) (2) (14)
*No respondents tor these categories.
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A Dilemma in the 
Profession:
Should Additional Education Beyond the 
Baccalaureate Degree be Required?
By Nancy O’Rourke Tang
Editor: Tonya K. Flesher 
The University of Mississippi 
University, MS 38677
AICPA members will be asked in 
late Fall 1987 to vote on several 
bylaw amendments resulting from 
the Report of the Special Committee 
on Standards of Professional Con­
duct for Certified Public Accoun­
tants, commonly referred to as the 
“Anderson Report” [AICPA, 1986]. 
While there are many significant 
issues included in the report, the 
question of an educational require­
ment beyond the baccalaureate de­
gree has prompted many inquiries 
from practitioners to their academic 
colleagues. The recommendations 
the AICPA membership will be asked 
to vote on are presented in the report, 
Plan to Restructure Professional Stan­
dards [AICPA, 1987], chaired by 
Marvin Strait.
Although each of the bylaw amend­
ments proposed is important, and in 
some cases, controversial, many 
questions have arisen about the pro­
posed amendment to require 150 
semester hours of education. In the 
section “Requirements for Admis­
sion to Membership,” the bylaw 
amendment that the AICPA mem­
bership will be asked to vote on is:
[Persons] applying for member­
ship after the year 2000 [must] 
have completed an educational 
program consisting of a bacca­
laureate degree or its equivalent 
and 30 semester hours of addi­
tional education. [Strait, AICPA 
1987, p. 49]1
1This statement reflects the changes in word­
ing of the original bylaw amendment in the 
Strait report as voted on by the AICPA Coun­
cil.
The intent of the bylaw amend­
ment as presented in the Strait report 
is:
. . . The adoption now of such a 
requirement is intended to rein­
force the Institute’s longstand­
ing commitment to, and promo­
tion of, the postbaccalaureate 
education program as a basic 
requirement for entering the pro­
fession; to encourage licensing 
jurisdictions to adopt such a re­
quirement as a condition for li­
censing CPAs; and to encour­
age institutions of higher educa­
tion to establish the required 
programs. [Strait, AICPA 1987, 
p.45]
The proposed additional education 
clearly creates a dilemma in the pro­
fession. Many arguments appear on 
both sides of the issue, and new 
points seem to continually surface. 
In the paragraphs that follow, some 
of the points that are of concern to 
certain individuals in the profession, 
and which may not have occurred to 
readers in their consideration of the 
issue, will be discussed.
It is important to clarify that the 
AICPA bylaw amendment proposal 
relates only to the requirements for 
membership in the AICPA. The 
amendment would not impose the 
requirements on states, who have 
licensing authority. Also, the pro­
posal would be effective after the 
year2000, which would provide time 
for states to change their licensing 
laws if they deemed such a change 
is necessary.
Arguments for the proposal in­
clude:
• The requirement will send a 
clear signal to states that such 
a requirement is recommended 
by the profession.
• Preparation for a profession 
should include academic prepa­
ration beyond a baccalaureate 
degree, as is the case in prepar­
ing for other professions such 
as medicine and law.
• There is increased need at entry 
level for a broad general edu­
cation, particularly in analyti­
cal thinking, problem solving, 
ethics and logic, and oral and 
written communication skills.
• The demand for a broader base 
of knowledge for entry into the 
profession is necessary be­
cause of the expansion of ac­
counting theory, the increased 
complexity of business issues, 
the scope of services to be 
offered within the profession, 
and the increased numbers of 
specific standards.
• Many students who receive a 
baccalaureate degree recog­
nize that the minimum hours 
required for graduation are not 
sufficient and are earning hours 
beyond those required.
Arguments against the proposal 
include:
• Some states might be motivated 
by the AICPA recommendation 
to alter their statutes to require 
the additional education, but 
there is no assurance that all 
states would do so.
• The present wording of the 
recommendation does not ade­
quately indicate the desired di­
rection of the additional hours. 
The most commonly cited 
needs heard by academicians 
from practitioners are for im­
proved education in written and 
oral communications, in prob­
lem identification and decision­
making, in ethics, and analyti­
cal skills. However, the pro­
posed requirement may result 
in a bias toward additional ac­
counting hours rather than gen­
eral education hours.
• The recommendation does not 
address the question of when 
additional education is most 
appropriate and, importantly, 
most effective.
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Winona State 
Accounting Position
Winona State seeks applicants for a 
tenure track faculty position. Appropri­
ate earned doctorate from an accredited 
university required; will consider those 
in final stages of dissertation. Although 
service and research are important at 
WSU, we continue to be primarily a 
teaching institution. Quality classroom 
instruction is therefore heavily emphas­
ized. Primary teaching needs are in Inter­
mediate & Cost Accounting, but we will 
accommodate those with interests in 
other areas. Evidence of research and 
prior college level teaching preferred. 
Professional certification & relevant work 
experience desirable. Rank and salary 
dependent on qualifications. Winona isa 
beautiful community located in the 
Hiawatha Valley of the Mississippi River. 
Outdoor recreation is abundant year 
round and many cultural events are avail­
able through WSU and two private col­
leges in the city. Send letter of interest, 
vita and a list of at least three references 
to: Accounting Search, Affirmative Ac­
tion Office, Winona State University, 
Winona, MN 55987. Position open until 
filled. An AA/EO Employer.
• While the recommendation is 
aimed at those preparing to sit 
for the Uniform CPA Examina­
tion, it is likely that accounting 
programs preparing students 
for entry into accounting posi­
tions in industry and govern­
ment will also be affected. A 
four-year exit program for 
those desiring an accounting 
degree but not preparing for 
the CPA Examination and pub­
lic accounting must remain.
If asked to characterize the reac­
tion to this dilemma, the term ambiv­
alent would certainly describe many 
AICPA members. However, it is im­
portant to remember that the vote of 
each AICPA member will be impor­
tant and that no decision, which 
results in no vote, is not a profes­
sional choice. It is important that 
careful consideration be given to 
this issue. A dilemma — as difficult 
and perplexing as it may be — can 
be resolved with thoughtful consid­
eration and the commitment to make 
a decision followed by the exercise 
of professional responsibility in the 
form of a vote. Ω
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The Woman CPA Reviews Column
The reviews column is looking for more individuals to participate in 
reviewing selected books and writing a review for publication in The 
Woman CPA.
Many of you are reading books recently published on accounting, 
MAS, and financial topics as well as other general business matters. It 
would be relatively easy to take some additional time and write a brief 
review to share with your fellow accountants and readers in The Woman 
CPA.
If you would be interested in reading selected booksand contributing a 
review for publication, please contact me at the address below. I would also 
like to receive suggestions for current books to consider for review.
NAME PHONE (HOME)
ADDRESS ___________________________________________________
BUSINESS PHONE (WORK) 
ADDRESS ______________________________________________ ——
POSITION PREFERRED MAILING ADDRESS
RETURN TO: Jewell Shane, Reviews Editor
36 East Fourth Street, Suite 1200
Cincinnati, Ohio 45202
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Theory and Practice
Practice Monitoring
Editor: Karen L. Hooks, The Canadian Institute of Chartered 
Accountants, Toronto, Ontario, Canada M5S 2Y2
Quality control over the practice 
of publicaccounting isa major issue 
for the profession today. Further, it 
is likely that quality control will under­
go change based on the results of 
two outstanding sets of proposals. 
One proposal comes from the An­




The Anderson Committee Report 
(AICPA) was released in 1986. This 
report offers various recommenda­
tions, including not only changes in 
practice monitoring, but also modi­
fications in the Code of Professional 
Conduct, a restructured Joint Trial 
Board, a 120-hour continuing pro­
fessional education requirement 
(over each three-year period) for 
members in public practice, a 90- 
hour continuing professional edu­
cation requirement (over each three- 
year period) for members not in. 
public practice and not in retire­
ment, and a post baccalaureate edu­
cation requirement beginning in the 
year 2000. Each of the Anderson 
Committee proposals is being voted 
on separately by the AICPA mem­
bership, and the voting is expected 
to be completed by the end of the 
year.
The Anderson Committee Report 
presents various recommendations 
for practice monitoring or peer re­
view, to be called quality review. 
First, all firms in public practice that 
have personnel who are members of 
the AICPA must participate in the 
SEC Practice Section (SECPS), the 
Private Companies Practice Sec­
tion (PCPS) or a Quality Review 
program. Another Anderson Com­
mittee recommendation, which was 
rejected by a vote of the AICPA 
membership in the spring of 1987, 
was for all firms that audit one or 
more SEC registrants to be members 
of the SECPS. The consequences of 
a firm’s not being a member of the 
SECPS was to be that the CPAs 
working forthatfirm would not qual­
ify for AICPA membership. Shortly 
after this AICPA membership rejec­
tion, the SEC proposed rule changes 
which require peer review for audi­
tors of SEC registrants. The SEC 
proposal will be discussed later.
The Quality Review program, still 
to be considered by the AICPA, 
would be structured similarly to the 
peer review programs of the prac­
tice sections. It would require trien­
nial reviews. Reviews would be struc­
tured and conducted appropriately 
for the size and type of practice of 
the CPA firm, taking into considera­
tion the formality of the firm’s inter­
nal quality control system and the 
extent of its auditing and account­
ing practice. Results of the quality 
review would be monitored. Docu­
ments placed in files would be open 
to the public and would be the same 
as those filed at the close of a prac­
tice section review. Reviewed firms 
would pay the cost of the review and 
direct administrative costs.
The quality review must result in 
an unqualified, a qualified or an 
adverse report. The report would be 
examined by a subcommittee of the 
Quality Review Committee. Then, 
the entire committee would act on 
any recommendations of the sub­
committee. Actions resulting from 
an adverse quality review report 
might include: requiring education­
al, corrective or remedial measures; 
referring complaints to the AICPA 
Professional Ethics Committee or to 
state CPA societies’ ethics commit­
tees; and imposing sanctions if defi­
ciencies are not corrected. The recom­
mended structure of the Quality Re­
view program would utilize the state 
CPA societies, as well as the AICPA, 
to administer the program.
An AICPA Quality Review Com­
mittee would set standards, organ­
ize or oversee quality reviews, ana­
lyze results, and recommend follow­
up action. If the state societies agree 
to set up state level quality review 
committees, those committees 
would also organize or oversee re­
views. These state committees would 
be required to coordinate with the 
national-level AICPA Quality Review 
Committee and adhere to its stan­
dards.
In the proposed Quality Review 
program, there are changes in the 
responsibility for investigating com­
plaints about technical competence. 
The Quality Review Committee and 
practice sections peer review com­
mittees would investigate com­
plaints against members and firms. 
The Quality Review Executive Com­
mittee would be responsible for ac­
tion against firms that do not coop­
erate or that commit serious viola­
tions of technical competence. Ac­
tion by the Executive Committee 
can result in denial of membership 
in the Quality Review program. The 
Quality Review program would estab­
lish due process procedures similar 
to those of the SECPS and PCPS for 
action against firms.
In summary, the Quality Review 
program envisioned by the Ander­
son Committee would be a structure 
for uniform peer review for those 
AICPA members in firms choosing 
not to join the SECPS or PCPS. Its 
structure and activities largely paral­
lel those of the practice sections, 
with the exception of working with 
state CPA societies. One other major 
difference of the revamped program 
is that initially it would address only 
accounting and auditing engage­
ments. Eventually, however, all areas 
of practice would be encompassed.
SEC Proposal
The SEC voted on April 3, 1987 
[SEC, 1987], to propose rules requir­
ing all independent auditors of com­
panies reporting to the SEC to under­
go a peer review covering their ac­
counting and auditing practices. The 
rules, if adopted, will be enforced by 
changing the SEC definition of “cer­
tified” as it relates to financial state­
ments. Financial statements includ­
ed in SEC filings will be certified
The Woman CPA, October, 1987/23
only if the auditor who examines 
them has met the peer review require­
ments and has a quality control sys­
tem which is sufficient to reasonably 
ensure compliance with generally 
accepted auditing standards 
(GAAS).
The SEC uses enhanced audit 
quality as the primary justification 
for the proposal for mandatory peer 
review. Although peer review will 
not prevent unusual breakdowns of 
quality control, it may reinforce the 
accountant’s commitment to main­
taining good quality control. The 
SEC’s regulations affecting the pub­
lic accountants who audit registrants 
are intended to ensure that those 
accountants accept the high level of 
responsibility owed to the public 
and perform their work with the 
rigorous quality standards expected 
in SEC practice. The SEC takes the 
position that peer review helps deter­
mine whether an accountant’s work 
conforms to these high professional 
standards. And assuming that peer 
review improves audit quality, the 
SEC believes peer review will in­





Will assist with financial 
plan, for information call 
Mr. ADAMS at WESTEX
714/964-2386
Two sources for obtaining a peer 
review are set forth in the proposal. 
One such source is a person, team 
or firm, hired by the firm to be 
reviewed. In this case, the peer re­
view will be overseen by the SEC. 
The second source for a peer review 
is one performed under the author­
ity of a peer review organization 
(PRO). For a PRO to be “qualified,” 
it must meet numerous specifica­
tions, and all PROs will be overseen 
by the SEC. For either approach to a 
peer review, the SEC has proposed 
various standards and transition peri­
od guidelines.
The activities described by the 
SEC for a peer review are basically 
the same as those currently con­
ducted in a SECPS peer review. A 
review of the quality control system 
and a substantive examination of 
engagement files are both required. 
One issue, on which the SEC directly 
requested comment, is whether all 
contested audits, that is, those for 
which there has been an allegation 
that GAAS was not followed, should 
be mandatorily included in the sam­
ple of engagement files examined. 
The reason for including contested 
audits is that the examination of the 
files may provide information to the 
auditor that will help in doing future 
audits. If contested audits are always 
included in peer reviews, the risk is 
that the peer review workpapers, 
which are normally confidential docu­
ments, may become public informa­
tion through court evidence and tes­
timony.
The proposed reporting proce­
dures are also similar to a SECPS 
peer review. A peer review report 
and letter of comments must be 
issued by the reviewer. The letter of 
comments will include anything that 
produces a “more than remote” pos­
sibility that GAAS have not or will 
not be complied with. The reviewed 
accountant must respond to the com­
ments letter in writing. The report, 
the letter of comments and the re­
sponse will be available to the public 
and will also be filed with the SEC. A 
major change in the required report­
ing will be the addition of a new 
responsibility for the PRO. The PRO 
must determine whether the re­
viewed firm’s response indicates ac­
tion, or planned action, that is appro­
priate for the deficiencies cited by 
the reviewer. If the firm’s response is 
not appropriate for the cited defi­
ciencies, the PRO must report this 
conclusion to the SEC. A reviewed 
firm that responds inadequately to 
suggestions for improvement could 
find itself the subject of SEC scru­
tiny, the result of which may be SEC 
refusal to accept financial state­
ments audited by that firm.
As in all suggested “improve­
ments” for the accounting profes­
sion, the SEC proposal has the poten­
tial for creating problems. The first 
of these is a reduction of competi­
tion. A large percentage of the CPA 
firms currently auditing SEC regis­
trants are already members of the 
SECPS. For these firms, the adop­
tion of the proposed rules will have 
little significance. However, opinions 
vary on the impact the rules may 
have for audit firms already having 
SEC practices but not undergoing 
peer review and for those firms wish­
ing to expand their audit practices to 
include SEC clients. These firms will 
have to decide whether or not they 
are willing to enter into a peer review 
process. If they elect to accept the 
peer review requirement, there will 
be an economic cost,which may af­
fect their competitive positions. If 
they reject the prospect of undergo­
ing peer review, they will also be 
rejecting the population of SEC reg­
istrants as potential audit clients.
There are several responses to the 
concern about reducing competi­
tion. One is that most firms auditing 
SEC registrants are already mem­
bers of the SECPS so the impact will 
be small. A second is that if a firm is 
not wiling to undergo a peer review, 
it should not be accepting SEC cli­
ents. This second response is based 
on the idea that when a firm is audit­
ing SEC registrants, it is in the “big 
leagues”and must accept the respon­
sibilities that accompany such activ­
ity. One of these responsibilities is 
to confirm that its accounting and 
auditing practice is governed by an 
adequate quality control system. To 
the SEC, the need for quality control 
and the willingness of an account­
ing firm to prove that it possesses 
good quality control seem to out­
weigh the possibility of limiting com­
petition. There was, however, a re­
quest for comments on the possibili­
ty of damage to competition. The 
SEC’s current stance mirrors a shift 
in concern; the Congressional inves­
tigations of the 1970s were very 
concerned about the Big-Eight firms’ 
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dominance of the industry whereas 
the intense concern now is ensuring 
quality audits.
Another anticipated complaint 
about the SEC proposal is the eco­
nomic burden that mandatory peer 
review will bring. As can be expect­
ed, the main issue is the cost it will 
impose on smaller firms. Various 
estimates of average peer review 
costs are presented in the proposal, 
but at this point, the impact of the 
costs is unknown. Costs clearly re­
late to the competition issue. They 
also relate to the competency issue 
because the more quality control 
problems an audit firm has, the high­
er its peer review costs are likely to 
be. At the core of the concern is the 
belief that small firms may be faced 
with what they perceive to be exces­
sive new costs, from not only the 
actual peer review fee, but also the 
preparation required for the peer 
review.
The SEC does not contest that 
there will be new costs incurred 
when firms that have not been peer 
reviewed in the past enter into such 
a program. Its position, though, is 
that the actual peer review fee should 
be the only new cost. Statement on 
Auditing Standards (SAS) No. 25 
requires that appropriate quality con­
trol standards be in place to reason­
ably ensure that GAAS is followed. 
The SEC suggests that a CPA firm 
cannot meet the requirements of 
SAS No. 25 without having docu­
mentation of its quality control stan­
dards and an internal system for 
monitoring compliance with those 
standards. In other words, if a firm is 
already complying with GAAS, the 
only new requirement and cost im­
posed by mandatory peer review is 
the review itself. The implication is 
that if a firm is not already meeting 
the requirements of SAS No. 25 by 
formally assessing quality control 
issues, it should not be auditing SEC 
registrants. The opposing position 
is that a firm can meet the require­
ments of SAS No. 25 without having 
a written description of its quality 
control procedures or a formal in­
ternal monitoring system and that 
the development of these prior to 
undergoing an initial peer review 
can be very expensive. Although it 
appears clear that the SEC does not 
believe the proposed requirement 
will be excessively costly, direct com­
ments on cost were requested.
Credibility is added to the greater 
concern for quality than for reduced 
competition and increased cost by 
the result of staff studies the SEC 
performed. The SEC’s staff analyzed 
enforcement actions brought by the 
SEC between 1981 and 1986. A major­
ity of these actions were brought 
against accounting firms which had 
not had a peer review at the time the 
problem audit arose. The actions 
brought against firms which had 
undergone peer review most fre­
quently resulted from the handling 
of very complex transactions, rather 
than the general ways in which the 
audits were conducted. This might 
suggest that firms that are peer re­
viewed conduct higher quality au­
dits. However, there is evidence to 
suggest that large firms undergo 
peer review more often than do small 
firms. Thus, an alternative conclu­
sion is that larger firms may be able 
to conduct higher quality audits on 
SEC registrants as a result of being 
more experienced in auditing SEC 
clients. The SEC asked for com­
ments on the two possible conclu­
sions. A mandatory peer review re­
quirement might lead to better quali­
ty control for smaller firms, thus 
leading to better quality audits. Alter­
natively, if size and experience are 
the real causes for fewer enforce­
ment actions, then requiring peer 
review of smaller firms will not im­
prove the situation at all. Further, in 
the latter case, if a peer review require­
ment makes the smaller firms less 
able to compete, then peer review 
may reduce small firms’ ability to get 
experience and to grow, and thus to 
improve their audit quality.
A final major controversy on this 
proposed peer review requirement 
deals with CPA firms and clients 
which “grow up” together. Small 
CPA firms often comment on the 
inequity of a system which causes 
their best audit clients to change 
auditors as they plan a public offer­
ing because the clients believe Big- 
Eight audits carry greater credibil­
ity. It may be that the SEC proposal 
will exacerbate this situation. Assum­
ing a CPA firm has not previously 
been peer reviewed, it must deal 
with beginning the process. And 
although entering the program might 
prove costly, the CPA firm must 
maintain a pricing structure that will 
encourage the client not to change 
auditors. Clients themselves may be 
burdened if they wish to stay with 
their current auditor but are forced 
to change because the firm refuses 
to be peer reviewed.
Aside from the question of whether 
mandatory peer review will have 
good or bad results, there is also the 
question of whether such a require­
ment is really necessary. A sugges­
tion was previously considered, and 
then dropped, of requiring disclo­
sure in SEC filing documents of 
whether a company’s auditor has 
undergone peer review. The logic 
behind this suggestion is that if peer 
review is beneficial, clients will con­
sider it as a major criterion in select­
ing auditors. The market, if informed, 
may determine the desirability of 
peer review.  
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Report of the Independent Auditor
Board of Directors
American Society of Women Accountants
American Women’s Society of Certified Public Accountants
We have examined the accompanying statements of financial position of the Woman CPA at June 30, 
1987 and 1986, and the related statements of revenues, expenditures and changes in fund balance for 
the years then ended. Our examination was made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances.
In our opinion, the statements mentioned above present fairly the financial position of the Woman 
CPA at June 30, 1987 and 1986, and the results of its operations and changes in fund balance for the 
years then ended, in conformity with generally accepted accounting principles applied on a 
consistent basis.
Kist, Bernhardt and Taylor 
Cincinnati, Ohio
August 4, 1987
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Financial Statements of The Woman CPA
STATEMENT OF FINANCIAL POSITION 
June 30, 1987 and 1986
ASSETS 1987 1986
CURRENT ASSETS 




Advertising Revenues 112 180
Prepaid Expenses 45 563
Deposit for Postage 1,473 1,569
Total Assets $10,653 $9,149
LIABILITIES AND FUND BALANCE
CURRENT LIABILITIES
Accounts Payable $ - $2,586
Due to AWSCPA 1,949 —
Due to ASWA 1,949 —
Deferred Subscription Revenue 1,955 1,763
Total Liabilities 5,853 4,349
FUND BALANCE 4,800 4,800
Total Liabilities and Fund Balance $10,653 $9,149
The accompanying notes are an integral part of this statement.
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STATEMENT OF REVENUES AND EXPENDITURES 





ASWA $22,820 $22,120 $21,261
AWSCPA 16,740 16,667 15,805
Complimentary 2,500 2,663 2,280
Other 4,850 3,523 4,545
Advertising 4,500 6,915 3,740
Interest Income 200 522 389
Total Revenues 51,610 52,410 48,020
EXPENDITURES
Business Manager’s Fee 5,800 5,800 5,800
Editor’s Fee 1,500 1,500 1,500
Editor’s Expense 200 — 316
Editor’s Expense for Authorized
In-Person Reporting 300 310 231
Editorial Board Expense 100 — —
Insurance Expense 70 63 63
Computer Service Expense 2,000 2,000 2,016
Copyright Expense 40 40 40
Postage 7,500 6,500 6,834
Mailing Service 1,600 1,269 1,615
Printing 33,000 29,218 30,921
Stationery and Supplies 750 1,012 656
Media Kit 500 — —
Telephone 500 185 444
Bad Debt Expense — — 250
Auditor’s Expense 250 250 250
Registration
Business Manager 300 295 260
Treasurer 300 — 260
Miscellaneous ____ 50 ____ 70 228
Total Expenditures 54,760 48,512 51,684
Excess of Revenues
(Expenditures) Over
Expenditures (Revenues) $(3,150) $ 3,898 $(3,664)
The accompanying notes are an integral part of this statement.
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STATEMENT OF CHANGES IN FUND BALANCE
Years Ended June 30, 1987 and 1986
1987 1986
BEGINNING FUND BALANCE $4,800 $4,800
EXCESS OF REVENUES OVER EXPENDITURES 3,898 —
EXCESS OF EXPENDITURES OVER REVENUE — (3,664)
CAPITAL CONTRIBUTION BY ASSOCIATIONS 
Receivable — 3,664
Due to Associations (3,898) —
$4,800 $4,800
The accompanying notes are an integral part of this statement.
NOTES TO THE FINANCIAL STATEMENTS 
June 30, 1987
NOTE 1 — ACCOUNTING POLICIES
THE WOMAN CPA is a professional magazine which is published on a quarterly basis by the 
American Society of Women Accountants and The American Woman’s Society of Certified Public 
Accountants. A policy has been adopted by both societies to maintain minimum but equal fund balances 
of $2,400 each, with contributions from each society to maintain said balances as necessary. At the end 
of each year, excess revenues or expenditures are to be allocated equally to each society.
The principal accounting policies which have been consistently followed by THE WOMAN CPA in 
preparing the accompanying financial statements are set forth below:
A) Revenue Recognitions
Subscription revenue is recognized when earned by quarterly publications of issues. Subscrip­
tion revenue collections allocable to unpublished issues are maintained as deferred 
subscription revenues until issue publication.
B) Income Taxes
THE WOMAN CPA is a non-profit organization and thereby exempt from Federal and state 
income taxes.
NOTE 2 — RELATED SOCIETY TRANSACTIONS
All accounting, administrative and editorial duties are performed by officers and members of the two 
sponsoring societies. Fees for these services totaled $7,300 for 1987 and $7,300 for 1986. Reimburse­
ments for out-of-pocket expenses connected with the performance of these services total $662 for 1987 
and $1,329 for 1986.
For the years ended June 30, 1987 and 1986, THE WOMAN CPA received subscription revenues 
from the American Society of Women Accountants and the American Woman’s Society of Certified 
Public Accountants in the amounts of $22,120 and $16,667, respectively, for a total of $38,787 in 1987 and 
$21,261 and $15,805, respectively, for a total of $37,066 in 1986.
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WRIGHT STATE UNIVERSITY 
is seeking a Department of Ac­
countancy Chairperson starting 
July 1988. Candidate must have 
Doctorate and be qualified for 
appointment as Full Professor. 
The chair provides leadership to 
12 full-time faculty and should 
have a proven record of excel­
lence in teaching, research and 
service. The candidate must be 
willing and able to maintain a 
strong relationship with the pro­
fessional community and have 
professional certification. Salary 
is competitive. Candidates 
should send resume to Profes­
sor John Hafer, Accounting 
Chairperson Search Committee, 
College of Busines and Admin­
istration, Wright State Univer­
sity, Dayton, Ohio 45435. Review 
of applications is in process and 
will continue until position is 
filled.
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Manuscript Guidelines
Content
Articles should be relevant to the 
field of accounting with focus on 
accounting theory and practice, tax 
theory and practice, auditing, and 
other specialized areas related to 
accounting. Most of the articles 
should be of broad interest to ac­
countants in public practice, indus­
try, government, education and other 
fields, although some may relate to 
specific industries or techniques.
Wanted are more articles of a prac­
tical nature that offer guidance in 
complex situations, or help resolve 
questions arising in practice or offer 
insight to hidden problems. Articles 
should be of immediate interest or 
applicability although some space is 
dedicated to theoretical discussions.
Format
All manuscripts should be typed 
on one side of 8½" x 11" paper and 
be double-spaced, except for in­
dented quotations, footnotes, and 
references. As a general rule, manu­
scripts should be as concise as the 
subject and research method per­
mit. Margins should be at least one 
inch to facilitate editing.
The cover page should contain 
the title and author’s name.
When not in lists, numbers from 
one through ten should be spelled 
out, except where decimals are used. 
All others should be written numeri­
cally. The manuscript should be 
written in third person and in non­
sexist language. Articles by one 
author should not employ the edito­
rial “we.”
A helpful guide to usage and style 
is The Elements of Style by William 
Strunk, Jr., and E. B. White. It is pub­
lished in paperback by Macmillan 
Publishing Co., Inc.
Length
Manuscripts of 2,000 to 3,000 
words (eight to twelve typed pages) 
and no more than two tables are a 
good length. However, manuscripts 
should not exceed 4,000 words ex­
clusive of tables or other illustrative 
material.
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Headings
All headings should be flush left 
with the margin, with initial capital 
letters. Subheadings should be 
placed flush left with the margin, 
and underscored, with initial capital 
letters. If third-level headings are 
necessary, they should be indented 
the same as a paragraph indent, 
underscored, with only the initial let­
ter of the first word capitalized, and 
followed by a period with the text 
following immediately.
Tables and Figures
Each table and figure should 
appear on a separate page and bear 
an arabic number and a title. A ref­
erence should appear in the text for 
each table or figure.
Literature Citations
Footnotes should not be used for 
literature citations. Instead, the work 
should be cited by the author’s name 
and year of publication in the body 
of the text in square brackets, e.g., 
[Armstrong, 1977]; [Sprouse and 
Moonitz, 1962, p. 2]; [Hendriksen, 
1973a]. Citations to institutional 
works should employ acronyms or 
short titles, where practical, e.g., 
[AAAASOBAT, 1966]; [AICPA Cohen 
Commission Report, 1977]; [APB 
Opinion No. 15]; [SFAS No. 5]; [ASR 
No. 191]. If an author’s name is men­
tioned in the text, it need not be 
repeated in the citation, e.g., “Arm­
strong [1977, p. 40] says . . .”
If a reference has more than three 
authors, only the first name and et 
al. should appear in the citation. In 
the list of references, however, all of 
the names must be shown. As indi­
cated in the Hendriksen citation, 
above, the suffix, a, b, etc., should 
follow the year when the reference 
list contains more than one work 
published by an author in a single 
year.
When the manuscript refers to stat­
utes, legal treatises or court cases, 
citations acceptable in law reviews 
should be used.
Footnotes
Textual footnotes should be used 
for definitions and explanations 
whose inclusion in the body of the 
manuscript might disrupt the read­
ing continuity.
Numerous footnotes and citations 
do not necessarily make for a better 
article and are not an indication of 
thorough research.
Reference List
When the manuscript cites other 
literature, a list of references to fol­
low the text must be included. Each 
entry should contain all the data 
necessary for identification. The en­
tries should be arranged in alpha­
betical order according to the sur­
name of the first author. Institutions 
under whose auspices one or more 
works without authors have been 
published should also be shown in 
alphabetical order. Multiple works 
by the same author(s) should be 
listed in chronological order of pub­
lication. Samples of entries are:
American Accounting Association, Com­
mittee to prepare a Statement of Basic 
Accounting Theory, A Statement of 
Basic Accounting Theory (1966).
American Institute of Certified Public 
Accountants, Report of the Study on 
Establishment of Accounting Princi­
ples, Establishing Accounting Prin­
ciples (1972).
Sprouse, R.T., “Accounting for What- 
You-May-Call-lts,” Journal of Accoun­
tancy (August 1966), pp. 45-54.
Submission of Manuscripts
Three copies of each manuscript 
should be submitted. Manuscripts 
should not be submitted elsewhere. 
Previously published materials 
should not be submitted.
Manuscripts should be sent to the 
Associate Editor, Manuscripts, as 
listed on the table of contents of 
each issue.
All persons submitting manu­
scripts will receive a letter of ac­
knowledgement. Manuscripts are 
blind refereed and the process takes 
one to two months. Authors will be 
notified concerning acceptance, 
recommended revision, or rejection 
of their manuscripts. Manuscripts 
will not be returned unless pre­
addressed, stamped envelopes ac­
company the submissions.
Acceptance rate is approximately 
thirty percent. The author(s) of an 
accepted manuscript will be asked 
to sign a “permission to publish” 
form.
The author(s) should include a 
brief biographical sketch (60 words 
or less) in paragraph form. See any 
issue for format. And, please, include 
your complete address and tele­
phone number.
A great company
is merely a reflection of its people.
Thanks to our employees — tal­
ented individuals who represent all 
walks of life — Merrill Lynch has 
become the world’s leading financial 
services company. Our success is 
merely a reflection of the hard work 
and dedicated efforts of these many 
individuals.
Collectively, they provide the 
wealth of knowledge and expertise 
we use every day to better serve our 
customers in Individual, Corporate, 
Governmental and Institutional 
Financial Markets.
At Merrill Lynch, we encourage 
our employees to develop the knowl­
edge and skills necessary to help 
ensure their professional develop­
ment. We recognize that our contin­
ued success is directly linked to the 
success and skillfulness of each of 
these individuals.
So, when you think “great com­
pany . . . great people” think: Merrill 
Lynch & Co., Inc.
If you are interested in career or 
investment opportunities, contact your 
Merrill Lynch office or write: M. J. Roman, 
Merrill Lynch & Co., Inc., Employment/EEO 
— 28th FL., Suite 019KML, One Liberty 
Plaza, New York, N.Y. 10080. Merrill Lynch is 
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